FEDERAL ELECTION COMMISSION
Washington, DC 20463

MEMORANDUM

TO: The Commission

FROM: Commission Secretary’s Office %
DATE: May 7, 2014

SUBJECT: Comments on Draft AO 2014-02
(Make Your Laws PAC, Inc.)

Attached is a late submitted comment received from Ezra W.
Reese, counsel, on behalf of the Bitcoin Foundation. This matter
is on the May 8, 2014 Open Meeting Agenda.
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May 7, 2014

BY EMAIL: AO@FEC.GOV

Shawn Woodhead Werth

Office of the Commission Secretary
Federal Electian Commission

999 E Street, NW

Washington, DC Z0463

Re: Commnents on Advisory Opinion Request 2014-02 (Make Your Laws PAC)
. Dear Secretary Werth:

The Bitcoin Foundation submits these brief comments regarding the Advisory Opinion Request
filed by Make Your Laws PAC regarding the acceptance of bitcoins as federal political
contributions. We respectfully request that the Commission extend the deadline for the
congideration of these comments. Our gurpose in writing is to urge the Commission to permit
acceptance of contributions via bitcoin, and to note the extensive comments that the Bitcoin

Foundation submitted with regard to Advisory Opinion Request 2013-15, when the Cammission
last considered the question of bitcoin contfibutions.

As ves notd i the amacleed samuinats, all bitonivs temsactiees are st oxily tecertind in 8
univermd] lodwey, Sut thet ledgee s pblicly swailabic. In nmmy ways Biicoin is more timapnrent
amd treessblo than many mechomiams ky which tihe Comeniasion has previously approved
contributions, such as via text message, electronic funds transfer or credit card, so long as donors
are requined to provide their same and address at the tima of contritutian.

For all the reasons set forth in our prior comments, the Bitcoin Foundation urges the Commission
to approve the use of bitcoins to make contributions to federal candidates and political
committees. We take ne positicn, however, on tHe particulur niles the Commission puts in place
in its Advissgy Opinion in respanse to Make Your Laws PAC's request, and in guwicular on
whether bitcoin contributions are treated as cash or in-kind. As discussed in our prior comments,
in our view the Comsmiosion sheuld afford the greaest dagm: of (Sesiiility ta bitcadn
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contributions and permit recipients to clect whether to treat bitcoin as cash or in-kind

contribudons. If the Commissinn bnlieves that it must rule ene way or tha other, given Bitcoin's
nascency, the rapid pace of innovation, and a regulatary environment that is very much in flux, it
is vital that the Commission continue to evaluate bitcoin contributions as the technology evolves.

Very truly yours,

-

_Afcob . Farber
Ezra W. Reese
Counsel to Bitcoin Foundation

LEGAL120858811.1
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Washington, DC 20453
Re: Comments on Advisory Opinion Request 2013-1S (Cnnrvaﬂvg Action Fund)
Dear Secretary Werth: ' '

The Bitcoin Foundation very much appreciates the opportunity to provide these comments on the .
Conservative Action Fund PAC's (“CAF™) Advisory Opinion Request (the “Request™) filed with
the Federal Election Commission (“FEC™ or “the Commission™) on August 15, 2013. As

detailed below, the Bitcoin Foundation is the primary advocacy voice for the growing

commmunity of bitcoin mwmmmmmwmﬂhofmu
to the Commission as it considers the Request.

The Request presents the Commission wits twe besic questions: (1) whethas federal political
conirilngizas can be ammptes in the form af bimoing; and (2) if em, if thay shamdd o tresied as
manstary or in-kind contrilutions uadet the Cemmission’s regulations. As to the first question,
the Bitcoin Foundation agrees with CAF that the Commission should confirm that bitcoins can
beuudwmknmhm As another fedasal agency has recognizad, bitcoins are a digital
e\mncy that act as a subafitute for legal tender, and can be used:to buy and se!l goods and
services. While bitcoins may be novel in that they are digital in nature, the issues raised by
accepting bitcoin political contributions are fundamentally no different than other forms of

' Bitcains are aften taflerred to as “virtusi currency.” The Bitcoin Foundation prafers the term “digital currency.
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As to the second question, the Bitcoin Foundation agrees with CAF that the Commission should
refrain fimn proamptively categnrizing contributicns made in bitcoing as either mosstary or in-
kind in nature, and instead should allow the recipiast 1o categoriae individusi contributions as
appropriate under the Commission’s rules. The Commission should do so not only because - as
CAF points out — bitcoins have aspects of both types of contributions under the Commission’s
rules, but slso for a troader pdficy reison. Bittoins, and the nerwork that underes themn, are
still very mudll in their infiney, and ueexs end developees &= jum begimning vo explere the ways
in which they can tn used. At the samse tinms, various fSesal myguiatory agancise witn potesiill
)\dldici-u-ulh »eny cinly stages of comsilaciag whetimx and how to classify and regulate
biteoine.? The Cammisdian sihould swaid emy possibility sf stifig ismavatism or prejudining
other agensies by ruling on & paist that it dacs not nasd to teach.

The Bitcoin Foundation is an advocacy-focused association dedicated to serving the business,
technology, government relations, and public affairs needs of the Bitcoin community. The
Foundation's members include many of the major companies and other entrepreneurs in the
Bitéedn industry. The Bitesin Foumistion, a not8bsiprotit inetiteiren, seetis to brosien e wse of
Bioin, peotert the intagsiiy of the Nidcoia neotees], and peonsnie ity nae thromgin neshusiogineal
investusns’ i the Bitooin infastsmiese, public eidassion, and initiatives in law and policy.

BITCOIN RACKCROUND
L BITCOIN IS A DECENTRALIZED, OPEN-SOURCE, PEER-TO PEER-NETWORK

Bitcoin was invented in 2008 as a peer-to-peer payment system for use in online transactions.
Bitcoin is revolutionary in that, unlike any prior payment system, Bitcoin is not administered by
any central saliwrity, i.c. there is 20 middieman betwesn the seaBer/buper und the receiver/seller
as there is with, say, PayPal or a traditional payment card. (Bitcoin is thus referred to as a
“domnatmiiond” digitei (mrenicy.)

Instead, the Bitncin tnsaetion netwark connisis of computers exoind the world nmning the
transactions. That aoftware can be downloaded by any Bitcoin user (or anyone else for that

manver), and any computer running the software can join the network. Each computer on the
network alaso maintains a copy of a universal ledger that contains the history of every Bitcoin
traxseaction over mmis,

2 As discussed Beftow, Bitcuty is stftt very much in s iffincy, and has encsmous pormtial © dfive insovaiion in
fumsmin] and ol orxtow. Tim Hiteoin Nicgshistib ey teliaves (G} regeiirs irt gemmmit must sgprosith e
roglation of Diteain cnizkmualy 30 83 10 avaid 2ifling i detpment.
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Mmﬁﬂhmmum.&mmwhmmwmwyvmfy
every Biteain tensaction, and enmure that no Bitcoin user can spend value thet he or she dass not
have, or that has already been speat. Once a transaction is verified, it is included in a new
“block” of transactions that is permanently added to the ledger collectively maintained by all the
conrputers on the aetwork (which is, for this reason, refrred © as the “block chain™). The
addition of the new tramsaction bieck to the Block chain serves to conftirm that Sie included
tramsactiées tovk: place wmid, by virtus of ithe thne-stamp slesed slong with e blosk, whus
they tamit pimce. Blﬁnlwh-kl-hdbthellnkilﬁnmnofh-iﬁeﬂ
treniastizns that toak plane sinse the ssklition of the peinr hlack.

IL  HOWw A IMTOMN TRANSACTION WORIS

Any Bitcoin user can transact directly with any other Bitcoin user. To utilize the Bitcoin
network, a user ncods a Bitcoin address. 'While any Bitcoin user can generate an address using
the Bitcoin open-source software, in practice, many users have accounts with one or more
Biteain seevite previdiers and Sere bitsoins at addressss provided Srough their svcoums. R
Biwein addiess mkes e form w s orsoegephic “pdiblic key,” a siting Of numbess wnd lonmss
ronghly 33 dénies bayg. Eash gublic ley has & neviniiing “priveds ion” kewsun aniy te the aser,
and pentiscied by a pransess or ainss moans of andlaeniiontiss

To initiate a transoction, the usar sends a massage to the ather computass on the natwork
annauncing the tranafer of a certain valne in bitcoiny’ from the user's public key to the
recipient’s public key. The sending user’s private key is used to “sign” the transactions. The
private key is mathematically paired with the public key, and through a standard cryptographic
mﬁhmmeMwmmmmthunmfy
that the tmsmtion is signed with the correct private key.! Theprivate key signature thus serves
to sextime tmt he tansartion origont] vidtit, and wes sppemvert by, the actald owner o the
otigineiing mxbiic sy, seid Seecfives fkat the trummwthw is viiii. Wil this pracess seunds
complisssrd, it is hewdind msromatisally ont Srungpassatiy tn usess thragnih the Bissbexcieare.
Froe: the user’s pesipaciive, arzuiing bitenics to sgmaesrs olse is no muwe diault or ssraze thon
sanding funds maing PayPal or ather traditional payssent gi/stemas.

3 pimtimansed balow, & aiminction shauit! b nimih kmmen S msmetk ol prasn! erer which transactions are
made on the one hend, and the unit of digital currency that can be sent or received over that network/protocol on the
other hand. By the convention adopted here, “Bitcoin,” when capitalized, refors to the network/protocot, and lower-
aud"bboh refers to the unit of digital currency.

4 By wing the cryptographic process, any computer on the network csn compute whether the private key is correct,
without ever knowing the private key.
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Each active computer on the Bitcoin network receives a copy of the transaction message. This
mmuﬁfyemyoﬂmmﬁeﬂwkﬁhmofﬂmmﬁvmﬂhbyh&
new owner of the bitcoins ast by the sending public key (sssuming that the tmnsaction bears the
wwvmnydmreﬂmmthnuumm) At this point, the transaction has
been completed and is irreversible.’

It is net, Bwever, asseptiad & a verified transaction until it is included in a block of transactions
added to the block chain. Like the verification of private keys, the process of grouping
transmctizms init blunks tovolws & crypaagrenlie peancss that servisl to conitinm the malidity off
the bloirx. Quee a bleck is areatad, it is banadcant i tha netwark, sod the other asssgaters an the
netvagk san conSem tho me-azlled “groof of wark” required to oroate tho black. Qaly st that
poixi i the dlock added to the black chain. Each nsw binck astled to tha block ehain contains a
“hash"—a unique identifier—of the previous bloak that links the hlacks sod serves to confirm
the previous block. Sinoe no central autharity confrols the Bitcoin netwark. a consensus process
is used-to ensure that a common, current vlock chain alwxys exists that constitutes s universafly
accepted record of all Bitcoin network tramsactions. Esth cortiputer on the network continuously
update: Ry cupy of e blofk elmin to kvep it caont.

Tise guovess uf Simling she pastiii of werk macesmary W @eate tsesaviion bicudat is, b desigs,
campuintiomaliy wery ivmosiva, and mequires owasiiambia cemputing power 30 as to ensure that
only valid blocks are added to the network. In order to incentivize users to expend the necessary
comgpiting power, each aew biock added to the hlack chain contains & transacion that sewards
its creator with new bitcoins. The process of verifying transactions is thus also the mechanism
by which new bitcoins are added to the network.. (This process is referred to as “mining,” and
the users who choose to expend computing power to do so are referred to as “miners.

In ev@ar t= ensuse that & censmet flow of new bileoins are aliicd ® the nsvwrxk, the dfficulty of
the proof of wurix awecasary %0 creuss cuths new blodk is stendity an] mesomationlly adjusved, ol
thet bicssies axx: cremtst at o comstpit rate ui o nev! timiorowghly every tom suimatés. At the
same time, the number of bitcoins that can ever be mined is capped at 21 million.” To

3 Taty the owmectine 6 Anm ikl toos sl mege Skt Rigin in queitwanant be remvel tn Wb st
-pullis koy. It just mxens ther the estidel canant withdorw the trenancice. Tim 1sciplent iz alumys fiec to severse the
transaction by initisting a trensaction that sends the bitcoina back 10 the sender. In the campaign coatribution
context, this means thet recipionts can return contributions where necessary or appropriats, such as to comply with
donor identification or contribution limit requirements.

¢ The analogy to mining is inexact. Gold miners unearth existing gold, whereas the bitcoin mining process results in
the agestion of sew bilsolm.

7 The 21 million sap m ite vumiher of bimpin v own be avise] is an wiiingsily thosss limis bk tx the pestossl.
ﬁMMHMMhﬂVMMEM“MMQIQ.ﬂMNﬁ
units called “mmroshis.”
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accomplish this, the number of bitcoins awarded for cach new block is periodically halved.® The
last bitcoins e bw crexied this way will be cteated in gppreximaisly the yesr 2140.

While miners obtain newly-created bitcoins, the vast majority of Bitcoin users do not engage in
mining, and therefore must acquire bitcoins from other sources. Some users acquire bitcoins
directly from miners. In oftier insturxes, users obtain bitcoins frem o¥her users in exclinnge for
goods oz serviced, as mumy stores, restanrams, charities, sesd oultne uainesses iow accep
bitoeins. Otiber usesy dixain bitcoilly by buyping ov trading for them via sue of thy muEaessus
cxnimunos end aiker savite pesvidies thet peefinss thess funcsiom.

IOI. How RIMoaimt ARE VALUESD

Bitcoins are an intangible asset—they exist only in the form of the record of ownership
maintained in the block chain. Their value is not tied to the scarcity of a physical resource (like
gold), or to their issuance by some recognized central authority (like legal tender). Rather, they
have value becanse users tracognize them &s 2 useful way of exchanging vitiue, and lixve adopred
theen fr thi purpose. The limited sapply of bltwoins, the fucreasing cunspumiBiors! peswver
required te add nyw ¥inwins ® cirediitioa, the groving base of usurs, and teir ferveived
stiwegiiey pnd] weniziessems snintien: te ather Spums af vaie all fisin inio their vaine, Smemi
leadiing exchweges muinfuin exchonge sriiss that cupives the priden »¢ whinh bitmins trade mintine
to the dallan and erstain other sstional enzuasics. :

IV. THE ADVANTAGES OF BITCOIN OVER OTHER TRANSACTION SYSTEMS

The decentralized, open-source nature of Bitcoin gives ft several advantages over other
transaction systems. First, by eliminating the middleman, Bitcoin eliminates the cost and friction
inherent in other transaction systems, making Bitooin transastions nearly insantaneous and free
or nearly free. Not only does this offer the promise of drsmatically reducing the cost of existing
forms of manmmiions susi as setszl famittuces, tat it dive canbios new sppes ot tranmEtons
likee mmiono-mni/mints.

Second, becewse every Bitooin tansartion is included in the black chaip, the gublis details of the
transaction can be viewed by any Bitcoin uaer or anyone clae nnning the Bitcoin open-source
software. Although Bitcoin transactions are “private” in the sense that there are no names
attached to the public keys recorded in the block chain, all transactions associated with any given
public key may easily be viewed and analyzed. This provides an unprecedented level of
transperency t= finmuidl ensustions. As we tiiscass below, tiis transpurensy by sne of the
featanys of dire Bitciomn ooiowerk that makes it ideally shited for pylitisal contibutivns:

¥ Thas prwend mmted at S8 biwaing smd is katived avery fine yomn. O i £ niiieiin wap is mactied, ditexs wil
be rewamlod for cassting hiesties theougk srulil snasssian foen

LECEMR785M01.3



Shawn Woodhead Werth
September 16, 2013
Page 6

Third, Bitcoin is highly protective of individual freedom. While the public details of every
transantion ere included in the block chain, Biteoin users can choose whether ta remeal their
identity when engagirig in transactions. Thus, unlike other Tinancial transaction systems, Bitcoin
puts privacy back in the hands of users, letting them determine the level of privacy they wish to
maiistain for a purficular ttansaction. In imitances where users have the legitimate need or desire
to proteet their ideatify, such e whes paying for meatal health services, they can do s, At the
samen time, where dibolosure ef pessonst informmion is necossry ur appropriate (such s in
mﬁnmﬁuﬂiﬁmn-mmﬁnﬂeblhmunulofindm-nrequ)
the usar is face to frovelis eunk infennatias.

Fioally, scholars view the Bitooin pretocol s e stimulus for financial imnovation.” While the
Bitcoin protocol is currently used almost exclusively for transactions in bitooin digital currency,
the Bitcoin astwork/protocal’s neutral, open-source nature lends itself to numerous other uses.
Since, bitcoins are, at their core, only a record of the Nistory of ownership of u particular unit of
value, they can be adopted as inticators of owncrship interests in olixer assets as well. For
example, bitovins eotild be ured to dilig=ate aad tencRe cvwacp iz stocks, intellosnsal
propusey, o weyrecliiip shawuy in & Buntimss eutity. Meveover, odwr protocols sen Lie added on
top of tixa Ridetii proteat t exoei its fosiionality esoch tike el pistozsis ves Iuiit to
exteed the foationsiity o move besit Intessct paonsld. Examplos of arld-ah pretoiols that
hnwe sinvady besn propesed ar essated incinda digital motary Sanctionality & prowe dacumaenst
ownssship and suthxnticity, and a pratesal for encrrpted communicativns,

DISCUSSION
L PouneaL COMMTTTERS SHOULD BR ABLE TO ACENT BITCTIN CONTRIFUTIONS

The threshold question presented by CAF's Advisory Opinion Request is whether donors should
be permitted to make contributions to political committees in the form of bitcoins. The
Commission sheuld snswez this gaestion in the affirmativa  Bitcoin donations fall squarely
within the definition of permissible contributions pursuant to federal statute, and there is no
statutory batis for disallowing thers. The asilection of donor infodmation relating to biscnéin
contributions is no more challenging than other farms of payment alssady approved by the
Comsaission, such as electronic teansfers and contribution by text messaging. Indeed, given the

transparency of transactions on the Bitcoin netwark, bitcoins are ideally suited to use for
confributions.

? e guneritiy Jiwy ISh & /adew Bartillo, RINOA: 4 Prims: fou Poligpautions (Wnacatn Cezter, 2913),
mnwmmummm BitcolnPrimer_embargoed.pdf.
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A.  Bitcoins Are a Thing of Valus and Are Thus Contributable

The Federal Election Campaign Act (“FECA™) (2 U.S.C. §431 ef seq.) permits an individual to
contribute (and a committes or candidate to aacept) 2 “gift, subacripticn, loan, advance, or
deposit of money or anything of value . . . for the purpose of influencing any election for Federal
office.” 2U.8.C. §331(8XAXi). Seealso 11 C.F.R. §100.52(s) (defining “contrfbution™ nd
“money™); 11 C.F.R. §108.13(b) (providing for the accounting of vemtiibations in men-meonetary
forms). “Money” is defined as “cunemcy of the United Stases or of any fordign nation, dtiecks,
money axdees, o my other negotishle fnstruments payuble wm dunad.” 11 C.FR. §102.52(s.
“Anyshiag of valns” is bonedly onastrued. It includss, but ig met linsited 50, sush iters as stasica,
bonds; art abjacts, ather consrsedities, and serviam. Sow e.g. 2 U.S.C. f#415(b)(2); 11 CF.R.
§104.13(b); 11 C.F.R. §li4.1(a)1); Adv. Op. 1989-6 (June 1, 1989) G=smittiag contributions in
the form of stocks); Adv. Op. 1982-8 (June 18, 1982) (permitting contributions in the form
bartering credit units).

At Jeast one other federal government agericy has already recognized digial currencies such as
mmm'h[vh']mcmnvdmtnlumualcmy or act[ing] as s substitute for real
curmrency.” In its March 18, ZOISGMMFMQMWNM
(“FinCi™)» aidmmsed fite stavas wf vigitnil senescies liks Wiscdn' ender i Basi Sevsecy Amt
and its topdvmesting wastissions. Saf Applisstion of FinCElY's Ragaiovlines 1> Paraess
Adminiztering, Exchangisg or Using Virtugl Caweniies, EN-2013-GO0% (Mar. 18, 2013)
(“Guidance™). FinCEN bagan by noting that its regalations define “currency™ as “coin and paper
money of the United States ar any other country that [i] is designated as legal tender and that [ii]
circulates and [iii] is customarily used and accepted as a medium of exchangs in the country of
issuance.” QGuidance at 1 (citing 31 CF K. §1010.1Q0(m})). FinCEN then went on to say that
“‘virtual" exsrency is a mediom Jf exchange tast operttes like curzrency in soms environments,
but Sees ot Aave all the aterilites of reall cexvemuy. In purticular, vistual cumovey G sot have
legad tesgilar samiues in aner utismintion.” Jd hn&amdﬁdumciulikebitcohm
fusatieg in the sune mamenx as “suxd” clesoncy, despite lsekicy lagal tetader stais.

:.mmm is & durean of the Tivasury Depurtingnt. 1t is responsible 2or asiti-money Mundering enfiwrosnent under
Sorecy Ak
" 1n particuler, the Guidance addressed the status of what it termed “convertible virtusl cusrencies,” which FInCEN
charactorized as “either ha[ving] an equivalent value in real currency or actfing] as & substitute for real currency [i.e.
legal tonder].” Guidance st 1. The Guidance makes clesr that decentralized digital currencies like bitcoins are
convertible virtual currencies within the meaning of the Guidance. Ses Guidance at 5 (describing convertible virtual
crency as “a do-centrulized virual cowerey (1) that has no contral repository und no single administretor, end (2)
that persons magy obtain by their own computing or manuficturing effort™).
% PInCEN's Saridanse makvs cloar Giith bitootiw are not subjest W the limitstion os camency contributions set forth
bh‘y:'USGl“l;ﬂwhmlyh'mﬂﬂbﬂnﬂhwmduyhﬂpm'hw
tander.
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B Contribution in Bitcoins Should be Treated no Different From Other
Contributians Made Online or by Text Message

m&mmmywudemmmﬁ:mmly
associated with reduced identifying information when donors are required to provide identifying
information, and wirn tisese is s cleconic revexd of thit informmtion wwailable in vonnestion
withi Bn demtion bumscssn. Unticr s appresnit pespused by CAR, donstions would Be
poscotmex by smiins servies; prowidess, whinds will caiiext 2 donor’s xatee, adiiross, nuoepation,
and employsr smee pdar & desor’s ssinnindan of a oratsiingisa. (Alternatively, soanmitisss
coxld devalop their n=m infoumation enilasticn systemn andl sonapt isantions in this sne
manmer on their own behalf) Donsions can he rejected where donom do not enter the persanal
and engployment infosmation necessary to comply with spplicsble regniremezts. The collection
of Bitcoin contributions is no different in this regard than the callection of contributions ouline
or by text message.

Fer invtence, the Comanissiva spproved of the use ef tis internet to collect eemtributions via
“opudit cards, citxtsanic fund transfers and potentially other electronic means,” so long as a
complete and relisble “paper trail” confirming the legality of the contributions was created and
outidinessk Adv. Op. 19956-9 (A 21, 1996). Of pastioniay concesn was whethes enswaittcos
conld minguciely mamma that ecaiributisns fram pankihitnd sowsnrs (Lo, fazajgi nationals, those
who has alveady emosaded the permisaible dowation linrits, etc.} were not medo or aocgnted,
given the “unique global natuss of the Internet and the unsestriated access to [] Web site{s].”
The Commission answered this guestion in the affirmative, conditioned on the implementation of
security procedures which requiretl donors to enter their personal and financial information and
atttst to their quulifications to contribate. If donors checked “no” to sny of the atestaltyons, or
mmmuymummmhwwmmmmmmh
who did aut mest Gwse quaditisutions.

This sppuseth was father dawsioped in Adv. Op. 1998.29 (June 10, 1995), wiarciu the
Cesmminaion sggmovnd the cxpansion of fadarsl fimd rastoiting peosirions to eanttinutionn
collected online, sp long as committees independently undertook the collection of relevant
identifying and qualifying information. Under this procedure, the website would include a
conspicuous disclaimer informing donors of the FECA’s saarce restrictions and contribution
limits, and donors would be required to complete an electronic form providing demiled personal
information (iminding name and address), and attesting to the fasi thas they meet all of the
FECA's st=iresmmts. {Dtmors entering !nSemiod eentributions wxecodmg $200 would alss bu
requisod t list ibcir employws mad sxcwpitions.) If dewans opwd met to provide any of e
resunsted mfampetien, x fuiied t» chewk ey of Wiy sttestation bowos, the nuemiintive wold o
rejascetk Thw canor wonkd thea nned te puoidde assmcted sr missing infbrmatins, er the anitn
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transaction would be cancelled. Information regarding contributions that were approved for
proaeesipg would tinm be extacai into a databme of the commitias’s sianars to be checked

against existing danar names and amonets. If the contritution appeared to be excessive, the
committee was 1o cither seek a timely reattribution, or refund the excessive portian. See also

Adv. Op. 1999-36 (Jan. 14, 2000) (spproving of similar voluntary information gathering
mexsures for elecronic checks).

Thoo antionwic sahind theas dodixibns is that, even though online contributions ~ unlike paper
checks ~ do not by nature include donor information, online “screening prooedures would allow
the Comansittes to wmxifly thrs idestity of thosh wihe cantributs wis cxadit mad mith the same tegree
of esafidencs that jidliticsl commitiune panamily accops chacks nia dirsc: meil and ather fossms
of sclicitatisn that sy consistmé with Conumimian regulstians.” Adv. Op. 198509 (quuting
Adv, Qp. 1999-03 (Mar. 18, 1999)). Sas alro Adv. Op. 1999-36 inoting that sereening
procedures that would allow a committee “to submit evidence that “the contributor has affirmed
that the contrdbution is from personal funds and not from funds otherwise prohibited by ww™
would brisg clecrionic courributions within the ambit of those eligible for federal matching).

Thik srme mtamile lodl the Cummsingitm, in Adv. Go. 2812-30 (Siept. 4, 3812), ta pesmit
coamilutibiae by tant tnessegn i ol ligpl asaanes tmes derncrs preasided theic aemes ol
addresses. Like many forms of online contribution, contributions by text messaging do not
inhemmnaly canisin @ danne’s nante or addosss. See Astv. Op. 2012-17 (June 11, 2012). Hewnuer,
the Cammimion, in Adv. Oy. 2012-30, yevmitted th= acceptasae of coxtritmtivns via taxt
wmummmmmummmmm.:m Qp.
2012-17 once donars valuntarily submitted groper identifying informstion."”

UndetCAFl pruposal, the acceptance of bitcoin contritutions by fuderal political commitwes

waaldl integrate beth clements the Commissien lus preViomly required for online and text
messuging codvibutions. First, thevs would bs an anlim: screesiing system to emsure that
prohibited sources do not contribute, and to ensure that donor identifying information is collected
befaum 8 contributien is made. This will smwe t0 casers axayplinme with appliodile denmine
Iimnits swxd prohibitions m sacepting oonteilmtins frm cartnin ciasess of donsss.

Second, bitnein cantrihutions, by thair very naure, ans unignely transpanent: nat only is an anline
trail produced, but it is available to the publis. The fact of, time of, and amount of each and
every transaction from one public key to snother occurring in the Bitcoin network is
automatically recorded in the public block clmin, and this record is maintained indefinitely.
Because each transaction may be traced in the system to the sending and receiving public keys,
other ssutributions smde by tho ssme dowwe mmy be idontified el aggrogiied for sssomting

' Bitoch donations sliould also bopermittsd v be mads wilflowt supplyingporsonal informasion sulifiect to similier
limdics.
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purposes. L&emﬂd&mm.mmwmmhmmbeuwedm
Emmmhmimhﬂy

Given the ability to screen online for prohibited sources and collect donor information, and given
the traceable nature of bitcoin contributions, there is no legal basis for precluding bitcoin
contributions to federal political comunittees. Accordingly, the Conlmission should follow its
own leag-wanding pulicy of imerpreting the FECA “in a manner ounsistent with courenrmary
tecRavlogieal inmovationd™ (Adv. O 1999<9 {fune 10, 1959)), and permit pulitio oxmmittees
to scevpt cunkriimtion it the fam of bitvadns.

IL THEAE 18 NO MXED TO CATHGORIZR BITCGMN CONTRIBUTIONS AS “MONETARY” OR “IN-
KmND"

The Bitcoin Foundation also agrees with CAF that bitcoin donations demonstrate characteristics
of both monetary and in-kind contributions, and therefore that committees receiving bitcoin
donations should be left free to determine, on an individualized basis, whether to ascribe to them
montetary or mrkind treatmeont.

As rord giws, the FECA prowixies waat dosusiors masy be niade i the form of “mwmsy or
anytising of wine.” 2 U.B.C. §431(8XAXi). “Money” contributions might include those made in
thefomof“cmencyofﬂnUniudsuuorofuymmchnh.mmyadm.amy
othes gegotinble instasnents payable o demamdk™ 11 CF.R. §100.52(s). Other non-monsiary
iterns of value, including stocks, bonds, art objects, ether commodities, and services, are
considered “in-kind” contributions. See ¢.g. 2 U.S.C. §441b(b)(2); 11 C.F.R. §104.13(b); 11
CER §114.1(aX1); Adv. Op.- 1989-6; Adv. Op. 1982-8. Although, like money, in-kind
&Mm“ﬁmcumnamﬁmndf-dnrm”kwluofm-hndm “can be
dotmine=d with oerain®y enly wite= they ara exchanged . . . thty newml nut first be converted into
casll in onler to seciee gouls or suelves.”

Tia Bitona Foundation sulmrits tnat the Cemoissien basainmdy ettty in sslothes comdrxt,
the isaue of the classification of xesets tixt saxy be cithoafanth monetary or isiind, and it nn
furthey astion ar opinion an the part of the Commnission is thus required. See Adv. Op. 1980-125
(Nov. 21, 1980). In Adv. Op. 1980-125, the Commission was presented with the question of
whahunwmmiﬂuwmmudmmforldmﬁmofnlvudoﬂmumum
kind. Noting that there “[wa]a nothing in either the [FECA] or the regulations which state[d]
how a oonttibution made in the form of currency [wals to be valued,” the Commission conchaded
that ‘the vaior put upast & contribution of carrency, wilieh ha{®] the posnttia te be treted as
cither a contribution of meney or an in-kind contribution with a diffewit vilits, [wa]s % be

“wmgnudﬂmu-hmm-amm—mmnmm
supssior ta caoh fir ccntsitetion purposs
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determined by the manner in which the currency [wa]s treated.” The Commission explained
thes, if the commitewoptad te deposii e silver dallazs or uae ther ta make expenditueg, they
shauld be treated as 8 manetary donation. Conversely, if the committee opted to dispose of the
silver through the cammodities market, the donation should be valued according to in-kind
principles. Because the coins could reasonably be used in either manner withdut violating
election law, the Commission wisely deftrred to the decision of the recipient in determining the
use fimt best served e purposes of the campaign. The Bitcoin Foundation secs mo reason o
dovius fror this opinion in the cave of bitcolu contributions.

There is an additions] ressnn why bitesin teasauiient should soi be preemptively categorized as
either monetary or in-kind. While, as discussed above, the Bitcoin protocol is currently used
mainly for bitoein digital curnsncy transaeticns, as & petinl, open-asazes protoenl, its potontiol
uses ust neady limitiess. The use of biwains as the indicie of, and to tranafer ownership in ather
classes of assets is already being explored, as are entirely new ways of using the Bitcoin
protocol. mConmiuiondnuldnotmkcumlmgthummbymmmBmom
while it is still in its infancy.

Moresven a ruling on whithey bitooineonwibetions nvest ncwasmily e cliasifibd a5 mossstury
or invhind rixhs prejudicing the wngoing consideration of the regulatory status of Bitcoin and
digital currencies in general by other federal agencics. In addition to FinCEN, agencies such as
the SEC and the Camm)dities Futeres Tinding Canslssisn, hass cicher sidresssd bisanin-
related quantions er have ssid they ase considering whetho: they Ineee juriadistion over Biscoin.
Singe the Commission need not rule op how bitcoins should be eatezarized, it should avoid the
risk of muddying the consideratinn of Bitcoin by other federal agencies.

CORCLURION
For the fowegoing reasons, {l» Biein Fourxda®iw wges the Commision tv owaclude both that
bitcoins can be used to make contributions, and that bitcoin recipients should be permitted to
categorize individual contributions as monetary or in-kind at their discretion.
Very traly yours,

<A

S. Farber
Ezra W. Raweo
Hillary B. Levun
Counsel to Bitcoin Foundation
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